INTERNATIONAL 
Financial News Survey 


Vol. IX, No. 4 


INTERNATIONAL MONETARY FUND 


July 27, 1956 


Egypt's Economic Policies 


Egypt's budget for the fiscal year ending June 30, 1957 
balances ordinary budget revenue and expenditure at 
LE 280.5 million, compared with LE 238.3 million in 
fiscal 1955-56. In addition, development budget expen- 
ditures, which are financed mainly by public loans, are 
estimated at LE 45.77 million, compared with LE 54.25 
million in 1955-56. Contrary to last year’s precedent of 
making a special allotment for public services, there will 
be no special budget for this purpose this year. Total 
government expenditures for 1956-57 are estimated at 
LE 326.27 million; the 1955-56 estimates were LE 315.26 
million. 

Among the main factors increasing ordinary budget 
expenditures this year are the transfer to that budget 
of the special allotment for public services and some 
projects carried out normally by the Development Coun- 
cil. Other items increasing the ordinary budget relate 
to defense, internal security, hygienic services, and edu- 
cation. The net increase of LE 42.2 million in expendi- 
tures is to be met by an anticipated increase in tax rev- 
enue resulting from greater economic activity, reinforce- 
ment of the tax collection apparatus, and increased rev- 
enue from government industrial establishments, includ- 
ing the railways. Some additional taxes have been im 
posed on fixed property, yields from mobile capital, in- 
dustrial and commercial projects, and earned income. 

\ new Ministry of Industry was recently established 
to coordinate and develop the sources of power neces 
A Na- 


tional Planning Committee has been set up to draw a 


sary for the acceleration of industrialization. 
comprehensive development plan and to determine prior 
ities. The capital of Egyptian companies increased from 
LE 191 million in 1953 to LE 201 million in 1954 and 
LE 216 million in 1955. There has been a heavy demand 
for industrial shares and a steady rise in their prices 
Dividends of joint stock companies rose from LE 8 mil- 
lion in 1954 to LE 9.4 million in 1955. The increases in 
local production of fertilizers and textiles and in oil 
refining led to a fall in the value of imports of these and 
other items. Salaries and wages paid by all industries 
increased by 12.5 per cent between 1952 and 1954, and 
the value of their products increased by 16.6 per cent. 
From 1954 to 1955, production of cotton yarn expanded 
by 13.5 per cent, artificial silk yarn by 25.7 per cent, 
and mining products by 17.8 per cent. 

The Minister of Finance has reported that, in order to 
internal 


finance development expenditures, two new 


loans for LE 25 million were floated successfully in 
March 1956, in addition to the loans, totaling LE 25 
December 1954 (see this 
Vol. VIII, p. 303). The 1956 loans were the first internal 


million, of News Survey, 


loans that were covered without participation of the 
Central Bank. 


LE 1 million in foreign exchange to the 1956 loans. To 


The Suez Canal Company contributed 


meet the cost of imports of capital goods, Egypt relied 
in 1955 on its foreign exchange reserves, the main part 
of which is in sterling. Agreement was reached in 
August 1955 to accelerate the release of Egypt’s sterling 
balances so as to obtain complete release by 1963. The 
Ministry of Finance has been authorized to issue to the 
National Bank bonds within a total of LE 100 million, 
for 15 years at 3 per cent, in exchange for free sterling 
balances to be used for development. The Suez Canal 
Company has agreed to invest LE 10 million of its for- 
eign reserves in Egypt in 1956 and at least another LE 10 
million during 1957-63. In pursuance of its policy to 
encourage foreign investments in local projects, the 
Government has continued to offer transfer facilities and 
tax exemptions. Negotiations are proceeding with vari- 


ous governments te avoid double taxation. 


[he reopening of the futures market in September 
1955, the abolition of the entitlement system, and the 
reduction of the cotton export tax led to a successful 
cotton season. Exports reached a record of 5.8 million 
kantars in the season from September 1, 1955 to June 6, 
1956, an increase of 1.7 million kantars over the preced- 
ing season (1 kantar=99.05 pounds). Spot market prices 
were left free and fluctuated according to supply and 
demand factors. The reorganization of the local cotton 


market is under consideration. 


The main features of the Government’s foreign trade 
policy are as follows: 

(1) Diversification of exports to avoid reliance on a 
single crop. Rice exports have been given special atten- 
tion by a reduction in the export duty. Rice exports in 
1955 rose to LE 7.3 million, from LE 2.6 million in 
1954. 


rrovement of quality and by granting assistance from 
I 1 g u 


Cotton yarn exports were accelerated by im- 
a special fund. Exports of vegetables, fruits, and flowers 
were encouraged. 

(2) Establishing normal prices for Egyptian products, 
especially cotton, without government interference. 


(3) Encouraging multilateral transactions to enable 
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the economy to satisfy its needs under the most favorable 


arrangements. 


1) Favoring imports of capital goods, raw materials, 


and necessary consume! goods. 


(5) Stabilization and unification of exchange rates 
by effecting all foreign trade transactions on the basis 
of the ofhcial rate of exchange. 


Despite all efforts to reduce Egypt’s customary trade 


INTERNATIONAL FINANCIAL News Survey, July 27, 1956 


deficits, the 1955 deficit amounted to LE 44.5 million, 
compared with LE 23.1 million in 1954. This increase. 
however, was not viewed with concern, since it was due 
to an increase in imports of capital goods and raw ma- 
terials. There was a balance of payments deficit of 
LE 30.9 million in 1955, whereas in 1954 there was a 
surplus of LE 3.3 million. 

Source: Ministry of Finance, Budget Report for 1956-57, 


Cairo, Egy pt. 


International Finance Corporation 


The Charter of the International Finance Corporation 
came into force on July 20 when France and the Federal 
Republi of 
for membership. At the first meeting of the Board of 
Directors of the IFC on July 24, Mr. R. L. Garner, 


Vice-President of the International Bank for Reconstruc- 


Germany completed the action necessary 


tion and Development since 1947, was appointed Presi- 
dent. Mr. J. G. Beevor. formerly Managing Director of 
the Commonwealth Development Finance Company Lim- 
ited of London, was appointed Vice-President. 

The Corporation is an affiliate of the World Bank. Its 
objective is to encourage the growth of productive pri- 


vate enterprise, particularly in the less developed areas 


International Tin Agreement 


At the first meeting of the International Tin Council 


it was agreed that September 15. 1956 would be the 
date from which producing countries would begin to 


the buffer stock. 


ducing countries have announced their intention to make 


make their contributions to The pro- 
their initial contributions in cash rather than in stock. 
because payments are based on the tin floor price which 
is at present below the current market price. No excess 
of supply over demand is likely at least until the end 
of the year, and the Council should be reasonably sup- 
plied with cash by the time it is necessary for it to buy 
tin for its buffer stock. 

Shortly after the conclusion of the Council meeting. 
the National Assembly of Thailand approved in principle 
a bill for 
also contribute foreign exchange 
buffer stock. 
members of the Council, the next meeting of which will 
take place on October 15. 


The Time s. 


1956. 


Thailand to join the Council. Thailand will 
instead of ore to the 


All the main produc ing countries are now 


Sources: 


London. England. July 7 and 13. 


Europe 


U.K. Conversion Operation 


The Bank of England has announced that holders of 
about 80 per cent of the £824 million of 1954-56 21, 


per cent National War Bonds, whose final redemption 


of the world. For the creation of the Corporation, the 
Charter required the adherence of at least 30 member 
countries subscribing at least $75 million to the Corpo- 
rations capital. The Corporation now has 31 members 


and capital subscriptions of $78,366,000. Twenty other 


countries have 


indicated their intention of becoming 


members of IFC, and the Corporation is authorized to 


have a total capital of $100 million. 


Sources: International Bank for Reconstruction and De 


velopment, Press Release, July 20, 1956, and 
International Finance Corporation, Press Re 
lease, July 25, 1956, Washington, D. C. 

date is August 15, have accepted the recent conversion 
offer. The stock offered for conversion is a six-year 4) 
per cent bond to be known as Conversion Stock 1962. 
Those accepting the offer receive £100 nominal of the 
new stock and a cash payment of £1 10s. for each £100 
nominal of bonds tendered. 

The Finance ial Times thinks it 1s a reasonable guess 
that about £525 million of the total amount converted 
represents stock officially held, and that private conver 
sions therefore amounted to rather less than half the 
possible maximum. This might seem reasonably satis- 
factory in view of the conditions prevailing in the mar- 
ket while the offer was open. 

Source: The Financial Times, London, England, July 21. 
1956. 


U.K. Import Restrictions 


The Board of Trade has announced that, with effect 
from July 22, imports of paper board, woodpulp, and 
other main paper making materials will be allowed into 
the United Kingdom under open general license. This 
relaxation will raise the OEEC liberalization percentage 
for the United Kingdom from 85 to 94. In the official 
view, demand for paper and woodpulp has recently been 
satisfied by the imports available under the quota; con- 
sequently, imports are not expected to expand substan 
tially after its removal. The change does not affect im- 
from 
the dollar area. The Board of Trade states that licenses 


ports of newsprint, which come predominantly 


are being granted for all that the newspapers can buy. 
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Some coated papers and boards, which are regarded 
as paper manufactures, will remain subject to quota. 
Sources: The Times and The Financial Times. London. 


England, July 17, 1956. 


U.K. Credit Restrictions 


The U.K. Chancellor of the Exchequer has stated in a 
written reply to a parliamentary question that this is not 
the time to relax restrictions on bank advances, since the 
Government is anxious that the full force of the credit 
The state- 


ment means that the directive sent to the banks in July 


restrictions should continue to be maintained 


1955 is to continue in full force. 


The Financial Times, 


1956. 


Source London. England, July 6 


Tax Increases in France 


lo finance a new old age pension scheme, tax increases 
have been approved by the French Parliament. Income 
taxes have been raised by 10 per cent, ind taxes on stock 


exchange transactions by 50 per cent. Increases have 
ilso been approved for stamp duties, duties on certair 
types of liquor, and death duties. Finally, exemptions 


from income tax will no longer be granted for rent 


increases effective after December 31, 1947 


lo finance the increase in expenditures in Nort! 
Africa, the French Government has decreed a 10-20 per 
cent increase in the price of tobacco products, and has 
requested Parliament to approve further tax increases. It 
Is expected that the increases in the price of tobac 
will raise Treasury receipts in the second half of 


by about F 22 billion 


Monde, July 6. 


mique el 


Sources: Le 1956. and Agence 


Financiere. July Y. 1956 


France. 


Investment in the Netherlands 


Manufacturing industries in the Netherlands expect 


their investments to rise to f. 2,170 million (US$573 


million) in 1956, from f. 1.767 million ($466 million) 
in 1955. Increases are expected particularly in the paper 
and chemical industries and in the metal-using (includ 


ing shipbuilding) industries. 
Source: Central Bureau of Statistics, Statistisch Bulletir 


The Hague. Netherlands 1956 


July 6, 


Norwegian Merchant Marine 


A survey published by the Oslo newspape! { ftenposter 
shows that, on March 1, 401 ships, 


gross tons, were either under construction or on ordet 


totaling 3.087.980 


for Norwegian mostly at foreign yards 
108 ships of 1,037,410 
tons; it is followed by West Germany, the United King 
dom, and the Netherlands, 


companies, 


Sweden has the biggest share 


Ships under construction or on order at Norwegian 


vards are listed at 137. of 692.000 gross tons Norwegian 


yards this year will deliver ships totaling 190,000 tons, 
about NKr 400 million, thus 


NKr 200 million in foreign exchange 


ilued at saving some 


Source Norwegian Information Service, News of 


way, Washington, D. C.. June 1956. 


ao. 


German Economic Policy 


The Minister for Economic Affairs of the Federal Re- 


public of Germany has announced the general lines of 


the Government’s program for slowing down the over- 


rapid expansion olf investment and demand. In the 
main, the proposals aim at promoting imports and con 
A reduction of 


trolling exports and the capital market. 


depreciation allowances is not proposed, but an appeal 


be made to! rms to use caution in their investment 
rnments guarantee olf investment 

ises of urgent economk 

mmended that the Lande1 


prov ided in the 


amount | 


same way 
nvestment expenditure, 
appropriations 

yuilding if} 
overnment ! ret it n no legal power to 
the buildir Lander and local 
ymmittee, on which Gov 
municipal authorities would be 
building 

th 


ned with housing. education. 


iscuss all publi 
r defense. The committee 
fix ceilings and make rec 
nment also suggests a similar 
the building expenditure of 

rivate firms and state enterprises 
lo encourage savings, the Government proposes that 
taxpayers who save LO per cent of their income for 
three years shall be exempt trom tax 


ne \ 


be implemented soon 


on up to 5 
further suggestior though 
relates to 
articipation in state concerns Dy 
ow denomination securities. To 

ver installment buying, the Govern 
nent asks for authority to fix minimum down payments 
ind maximum periods tor nstailment payments. 
The principal measure tor promoting mports is th 
istoms duty reduction plan, which has already been 
VIII, p. 399). 


The Government proposes to prevent an increase in the 


announced Set this Vews Survey Vol 


price of foodstuffs by ensuring adequate imports at the 


right time. It believes that an increase should be made 
in the depreciation allowances for the laying in of stocks 


soods 


of imported Although exports are not to be 
checked, the Government does not consider further pro- 


motion of exports to be desirable at present. Restraint 





is urged in the guaranteeing of export credits and also 
in borrowing from abroad, if these measures do not lead 
to increased imports, but merely to a rise in foreign ex- 
change reserves. In wage and employment policy, the 
Government appeals for moderation and suggests the 
formation of neutral arbitration boards on which em- 
ployers and employees are equally represented. The 
Government will intensify its efforts to induce foreign 
workers to take up employment in Germany. It will put 
forward proposals for the favorable treatment of em- 
ployees who remain at work beyond the age limit. It is 
also considering raising the retirement age for its own 
officials to 68 years, unless the particular authority or 
the official himself wishes earlier retirement. 

The Economic Advisory Council has recommended 
that a general economic program be submitted to Parlia- 
ment at least once a year, and that a small central 
authority be created with the task of preparing regular 
national economic budgets. Prior to the establishment 
of a program, the Government should confer with the 


principal interested parties, so that the program could 


be based on a realistic hypothesis with regard to wage 


movements. Measures of government policy and meas- 
ures taken by the main economic organizations should 
be coordinated from the outset. The Council rejects the 
principle of tying wages to the movements of prices or 
of making certain prices dependent on the movement of 
index numbers, and recommends support for companies 
and cooperatives which follow a strategy designed to 
reduce prices. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 23 and July 3, 1956. 


Middle East 
Geographic Pattern of Middle East Trade 


The trading activities of Middle East countries, with 
the possible exceptions of Lebanon and Syria, with the 
Soviet area (including Mainland China) increased in 
1954 and 1955. The increases were most pronounced 
for Egypt and Turkey. 

Egyptian exports to the Soviet area increased from 
12.2 per cent of total exports in 1953 to 14.2 per cent 
in 1954, and from 12.2 per cent of the total during the 
first nine months of 1954 to 24.9 per cent during the 
corresponding period in 1955. On the other hand, ex- 
ports to Western Europe declined from 48.4 per cent of 
the total in 1953 to 45.3 per cent in 1954, and from 46.6 
per cent during the first nine months of 1954 to 35.0 per 
cent in the corresponding 1955 period. The proportion of 
exports to India and Japan increased from 17.4 per 
cent in 1953 to 18.1 per cent in 1954, and then declined 
from 19.8 per cent in the nine-month period in 1954 to 
14.9 per cent in 1955. Egyptian imports from the Soviet 
area changed only slightly, while imports from Western 
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Europe increased from 46.7 per cent of Egypt's total 
imports in 1953 to 54.0 per cent of the total in 1954; 
in the first nine months of 1955, the percentage was 53.6, 
the same as in the first nine months of 1954. 

Of Turkey’s total exports, 16.5 per cent went to the 
Soviet area in 1954, compared with 7.4 per cent in 1953; 
during the first seven months of 1955, the percentage 
was 26.7, compared with 20.3 in the corresponding seven 
months in 1954. The percentage of imports from the 
Soviet area increased from 5.5 in 1953 to 9.4 in 1954, 
and from 6.7 in the first seven months of 1954 to 20.1 in 
the corresponding 1955 period. As these increases oc- 
curred, trade with Western Europe was reduced. Trade 
with the United States and Canada, however, accounted 
for an increasing proportion of Turkish foreign trade. 
Source: United Nations, Department of Economic and 

Social Affairs, Economic Developments in the 
Middle East 1954-1955, New York, N. Y., 
May 1956. 


Sudanese Currency 


Official pay packets in the Sudan will contain Sudanese 
currency notes, as from July 1, 1956. As a result of 
recent talks in Cairo, the announcement of an agreement 
with Egypt on the separation of the currencies is ex- 
pected shortly. British silver is being withdrawn from 
circulation as a preliminary to the complete substitution 
of the present dual British-Egyptian coinage by a new 
Sudanese issue. 

Source: Barclays Bank D.C.O., Overseas Review, Lon- 


don, England, June 1956. 


Petroleum Operations in Saudi Arabia 


Crude oil production in Saudi Arabia in 1955 amounted 
to 352 million barrels (an increase of 1.5 per cent over 
1954), of which 74 million barrels were refined at Ras 
Tanura (about 6 per cent less than in 1954). Only 
2 million barrels of refined products were distributed in 
Saudi Arabia itself. The exported petroleum was loaded 
on 1,758 tankers at Ras Tanura and 843 at Sidon. Crude 
oil reserves were estimated at 30-35 billion barrels. 

The Arabian American Oil Company had 21,073 em- 
ployees in Saudi Arabia in 1955. Construction costs for 
major capital investment projects totaled approximately 
$145 million. 

Source: 1955 Report of Operations to the Saudi Arab 
Government by the Arabian American Oil Com- 
pany, Dhahran, Saudi Arabia, April 15, 1956. 


Pakistan's Development Plan 


In commenting on the five-year plan announced in 
May (see this News Survey, Vol. IX, p. 5), the Prime 
Minister of Pakistan stated that the plan was offered to 
the country as a draft plan. In general, it has the sup- 
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port of the Government, but its detailed measures have 
not yet been examined by either the Central or the 
Provincial Governments. The most important difficulty 
in carrying out the plan will be finding qualified per- 
sonnel. Development expenditure, which in 1951-52 had 
been about Rs 150 million, was to have been increased 
in 1954-55 to Rs 1,150 million. Actual expenditure in 
that year was about Rs 830 million, mainly because of 
lack of qualified personnel to plan properly and to carry 
out projects. 

The plan aims at a uniform rate of development 
throughout the country. For East Pakistan, a reserve 
of Rs 1,000 million has been provided for projects that 
have not yet been prepared. Provision is made for a 
certain modest volume of deficit financing. Some deficit 
financing has been used in the past, and the Prime Min 
ister expressed the opinion that deficit financing for pro- 
ductive purposes is entirely justified. The important 
thing is to increase production; as the volume of sup- 
plies available to consumers increases, prices will be 
taken care of. 

More emphasis has inevitably been placed at this stage 
on economic development than on social progress. It is 
only as the total volume of production and the national 
income are increased that increased resources will be 
available on a much larger scale for local services. such 
as education and health. 

Agrarian reform is dealt with in the plan, and the 
Prime Minister invited further expressions of opinion 
on this controversial subject. The Planning Board will 
later undertake the production of a revised plan, taking 
into account the views of the public, the provincial 
authorities, and the central ministries. The revised plan 
will be submitted to the National Economie Council. 
Source: Pakistan Economist. Karachi, Pakistan. May 25. 

1956. 


Industrial Credit and Investment Company in Pakistan 


The Government of Pakistan has decided to establish 
an industrial credit and investment company, as recom- 
mended by a recent mission of the International Bank 
for Reconstruction and Development (IBRD). The Gov- 
ernment is expected to provide for the company an 
interest-free loan of PRs 30 million (US$1=PRs 4.762). 
lhe company also expects to obtain long-term loans from 
the IBRD and the State Bank of Pakistan. The possi- 
bility of participation by foreign private capital is being 


considered. 


Source: Dawn, Karachi, Pakistan. June 2. 1956 
Far East 
Government of India Borrowing Program 


The Government of India has announced the simul- 


taneous issue of three new loans of varying terms for a 


29 
total amount of Rs 1.5 billion (US$315 million). The 
new loans comprise 314 per cent bonds. 1962. to be 
issued at 98; 31% per cent National Plan Bonds (third 
series), 1967, to be issued at 9814: 


loan, 1974, to be issued at 98! ». 


and a 3%4 per cent 
The redemption vields 
amount to 3.62 per cent, 3.67 per cent, and 3.87 per cent. 
respectively. 

It was announced that subscriptions would open on 
July 16 and close on July 18. They might be closed earlier 
without prior notice, if total subscriptions amounted to 
approximately Rs 1.5 billion. The Government reserved 
the right to retain subscriptions up to 10 per cent in 
excess of the notified amount. Subscriptions could be 
in the form of cash or securities of the 3 per cent Victory 
Loan, 1957, which would be accepted for conversion at 
99 134... The budget for 1956-57 (see this News Survey, 
Vol. VIII, p. 277) provides for new loans to a total 
amount of Rs 1 billion ($210 million). 

Source: The Times of India, Bombay. India. July 6. 
1956. 


Indian Jute Mills Policy 


The Indian Jute Mills Association, with the approval 
of the Government of India, has decided that half the 
looms brought back into production on February 20 
(see this News Survey, Vol. VIII, p- 242) will be resealed. 
effective July 16. The looms to be stopped account for 
2!» per cent of the industry’s total looms; thus, 7!% per 
cent of total looms will be out of action. Stocks of jute 
textile products have been rising significantly, and prices 
have fallen. The Association’s decision is exper ted to 
reduce output by approximately 2,000 tons, to 95.500 


tons pel month. 


Source: The Economist. London. England. June 30. 1956. 


Economic Planning in Thailand 


The Cabinet Council of Thailand has instructed the 


National Economic Council to study the recommenda- 


tions in the report of the Thai delegation to an interna- 
tional economic planning conference in Bangkok. The 
recommendations There 


include the following: (1) 


should be sufficient officials with adequate knowledge 


to assist the economic planning committee. whose func- 


tions are to study statistics. to make long-term economic 
plans, and, in particular, to give advice on the extraor- 
dinary capital expenditures of the various ministries. 
\t the same time, the ministries should cooperate by 


providing the figures required. (2) 


2) Ministries should 
report to the committee on the implementation of plans 
and on the results of the use of the budgetary allotments 


to them for economic projects. (3) An economi plan- 


ning agency should be set up, either under the Prime 

Minister or as part of the National Economic Council. 

The collection of statistics should be its main function. 

Source: The Bangkok Post, Bangkok, Thailand, April 12. 
1956. 
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Free Exchange Market in Viet-Nam 


The Government of Viet-Nam has established a free 
exchange market in Saigon. The official parity remains 
unchanged at 35 piastres per U.S. dollar, and all import 
and export transactions will be made at the official rate. 
Exporters are required to offer their exchange proceeds 
to the National Bank of Viet-Nam at this rate, and the 
authorization of the exchange authorities is still re- 
quired for all transfers, whether at the official rate or 
in the free market. The profits of enterprises, the sav- 
ings of resident foreigners, and tourist and medical 
expenditures may be transferred only through the free 
market. Holders of foreign exchange other than ex- 
porters may sell their exchange to authorized banks at 
the free rate, but direct transactions with other private 
persons are prohibited. Persons authorized to make 
transfers through the free market will purchase exchange 
from authorized banks at the free rate. They may com- 
plete their transfers immediately, or open an account in 
“transferable piastres.” Transfers must, however, be 
completed not later than three months after the date of 
authorization. Representatives of authorized banks will 
fix the free rate daily, in association with the National 
Bank of Viet-Nam, in the light of current supply and 
demand conditions. The National Bank is authorized to 
intervene to maintain an appropriate rate. The opening 
free market rate on July 2 was 72 piastres—US$1, or 
| piastre=4.081 French francs. 


Source: Marchés Coloniaux du 


July 7, 1956. 


Monde, Paris. France, 


Viet-Nam’s Regulation on Property Transfers 


By Ordinance No. 26 of April 20, 1956, all transfers 
of property in Viet-Nam by gift or sale to any foreign 
person or enterprise and all leases for more than ten 
years are subject to presidential authorization. The reg- 
ulation applies to real estate, industrial, handicraft, agri- 
cultural, or commercial enterprises, ships and planes, 
and public land concessions. Transfers of equipment 
of industrial, handicraft, or agricultural enterprises out- 
side the national boundaries also require presidential 
authorization. The regulation does not apply to bequests 
or gifts to parents, children, or the spouse of the deceased 
or the donor. 


Source: Banque Nationale du Viet-Nam, Bulletin Econo- 
mique, Saigon, Viet-Nam, April 30, 1956. 


United States and Canada 


Prospects for Disposal of U.S. Farm Surpluses Abroad 


Special export programs for farm products resulted 
in some increase in U.S. exports in 1954-55, and a further 
moderate increase is indicated for 1955-56. However, 
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only if there should be widespread and repeated crop 
failures in important producing countries in the next few 


years would the increase in exports be sufficient to reduce 
substantially present U.S. surpluses, particularly of 
wheat, cotton, and rice. The best opportunities for in- 
creasing exports of agricultural surpluses, without a sub- 
stantial displacement of either U.S. exports for dollars 
or “normal” exports of friendly countries, exist in the 


low-income, low-consumption areas, where the exports 


could contribute to programs designed to accelerate cap- 


ital development and increase consumption. These are 
the conclusions of a study released in May by the U.S. 
Interagency Committee on Agricultural Surplus Dis- 


SEVENTH ANNUAL REPORT ON 
EXCHANGE RESTRICTIONS 


This Report is the seventh in the series prepared 
in accordance with Article XIV of the Fund Agree- 
ment. It points out that the world payments situa- 
tion in general continued to show improvement, and 
that progress in the relaxation of restrictions was 
probably greater in 1955 than in 1954. Many coun- 
tries reduced their restrictions, and even those faced 
with balance of payment difficulties were able, for the 
most part, to avoid the reintroduction of exchange 
restrictions, using instead fiscal and monetary meas 
ures. There was a corresponding lessening of em- 
phasis on discrimination and strict bilateralism and, 
in some countries, decreased reliance on multiple cur- 
rency practices. The Report indicates the increased 
international use of the transferability of certain 
leading currencies and the simplification of exchange 
controls, and gives examples to show the trend away 
from bilateralism. On the other hand, it is pointed 
out that most countries still retain the machinery of 
exchange control, and that many discriminatory re- 
strictive practices still remain. 


The second part of the Report consists of a series 
of country surveys describing the exchange systems 
of all Fund members, 11 of which do not have any 
exchange restrictions under Article XIV of the Fund 
Agreement. Comparable surveys of the exchange 
systems of certain nonmember countries are also in- 
cluded. These surveys are divided under various 
headings giving the basic exchange rates, the nature 
of the exchange system, the authorities that adminis- 
ter the controls, the arrangements which apply to 
settlements with other countries, the operation of 
the accounts of nonresidents, and the requirements 
affecting payments for import, export, invisible, and 
capital transactions, and concludes with a chrono- 
logical listing of the more significant changes in ex- 
change practices that took place during 1955. 


The Report is available without charge. 


The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N. W. Washington 25, D. C. 
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posal; the study has not been approved by individual 
agencies and its conclusions do not necessarily reflect 
the views of the Administration. 

Export programs are subject to a number of limita- 
tions. For example, sales for dollars even at world com- 
petitive prices are limited by the availability of dollars 
abroad, the willingness to spend dollars for farm prod- 
ucts, and discrimination against dollar imports. Barter 
sales are limited by the kinds and amounts of materials 
that the United States is willing to import in exchange 
for surpluses. Sales for foreign currencies under Mutual 
Security programs are limited by the amounts of farm 
commodities which can be used effectively within the 
purposes of the Mutual Security Act. Under the Agri- 
cultural Trade Development and Assistance Act, sales 
are limited by the provision that they shall not displace 
“usual marketings of the United States” or “unduly dis- 
rupt world prices.” The extent to which foreign cur- 
rencies can be made to serve purposes acceptable to the 
United States is another limiting factor. Grants and 
gifts of farm commodities are limited to the require- 
ments of famine situations and relief programs and to 
the willingness of the United States to provide commodi- 
ties on these terms. 

The study raises a number of policy issues: (1) Ex- 


ports of surplus commodities to aid capital development 


would make necessary programs assuring exports of 


agricultural commodities for periods of up to 3 to 5 
years. Such programs should be made primarily on the 
basis of sale for local currencies, with most of the cur- 
rencies being made available to the recipient country 
as grants or loans. It should be recognized that the im- 
mediate financial return to the United States would be 
small, but over a period of years the result might be the 
development of additional commercial markets for U.S. 
goods. (2) Consideration might be given to modifying 
legislative authority so that the President would be 
authorized to exploit opportunities to export surpluses 
to Soviet area countries. (3) An intensified disposal 
program involving larger export subsidies would involve 
high costs for the U.S. Treasury and might well lead to 
retaliation by other countries. (4) An expanded barter 
program would almost certainly tend toward bilateralism 
if it were long continued, a trading practice which the 
United States generally has opposed in principle. (5) The 
legislative requirement that at least 50 per cent of the 
surpluses be shipped in U.S. bottoms has retarded their 
disposal. (6) Friendly countries have expressed concern 
about U.S. intentions to intensify export programs be- 
cause of the possible effects on world markets and thei: 
own exports. The United States and other countries 
should keep one another informed on general trade 
policies and objectives. Joint discussions may prove 
helpful in promoting mutual understanding of trade 
problems and in minimizing friction between friendly 


but competing exporters. (7) Since disposal abroad of 


3] 


surplus commodities does not appear to offer outlets 
sufficiently adequate for the disposition of current sur- 
pluses in the next few years, policies on domestic produc- 
tion, price support, and sales must be carefully reviewed 
and adjusted toward the goal of balance between supply 
and demand for farm commodities. 


Bulletin, 


Source: Department of State, 


D. C., June 18, 1956. 


Washington, 


U.S. Assistance to Cotton Textile Exporters 


The U.S. Department of Agriculture has announced 
that assistance in the form of cash equalization payments 
will be given to U.S. cotton textile exporters, to com- 
pensate them for the benefits that will accrue to foreign 
manufacturers under the raw cotton export program that 
is to become effective August 1 (see this News Survey, 
Vol. VIII, p. 371). Cash payments to U.S. producers 
are designed to protect their competitive position. The 
equalization payments will be based on the raw cotton 
content of the exported textiles. 

Source: The Journal of Commerce, New York, N. Y.. 
July 13, 1956. 


Relaxation of Canadian Export Controls 


Canada has relaxed export controls over the shipment 
of 118 products to the U.S.S.R. and Soviet area coun- 
tries in Europe; henceforth, these goods, which include 
newsprint, cement, and certain rubber products, will be 
shipped under general instead of individual export per- 
mits. Exports to Mainland China are not affected. 
Source: The Globe and Mail, Toronto, Canada, July 11, 

1956. 


Latin America 


Chile's Foreign Investment Law 


The Foreign Investments Committee of Chile reported 
in May on its activities since the enactment of the new 
Foreign Investment Law ( Decree Law No. 437 of Febru- 
ary 2,°1954), under which certain benefits and guaran- 
tees are granted to foreign capital entering Chile. Dur- 
ing the first 20 months, 212 applications for foreign 
investment were received, of which 72, totaling a little 
over $32 million, were approved and 12 are ready for 
approval. Of the remainder, 72 applications are. still 
pending, and 56 have been rejected. 

The largest investor, both in the number of applica- 
tions and value of investments, is the United States with 
25 applications and a total of over $14.8 million. Italy, 
the United Kingdom, West Panama, and 
France follow with investments of $5.2 million, $3.5 
million, $2.4 million, $2.3 million, and $1.7 million, 


respectively, in a total of 30 applications. The remaining 


Germany. 





32 


17 approved applications, for an aggregate investment 
of about $2.2 million, are distributed among 9 countries. 

The economic sector that has benefited most from 
these investments is the textile industry, whose $10.6 
million of new investments represents over 33 per cent 
of the total. This is followed by (excluding 
copper) with about $6.9 million, the chemical products 


industry with about $6.3 million, and agriculture, for- 


mining 


estry, fishing, and hunting with about $3.1 million. 
During 1955 and 1956, additional foreign investments 
of $94.6 million in copper mining were approved. These 
investments, however, are regulated by separate legisla 
tion, Decree Law No. 11,828 of May 5, 1955 (see this 
Vews Survey, Vol. VII, p. 355). Only U.S. capital was 
$90.9 million by 


Company for the expansion of mining capacity at Chu- 


invested Anaconda Copper Mining 
quicamata and Potrerillos ($36.9 million), the develop- 
ment of new deposits in the El Salvador mine ($52.9 
million). and the modification of electrolytic refining 
facilities at Chuquicamata ($1.1 million). and $3.7 mil 
lion by Braden in the El Teniente mine. 

Source: Department of Commerce. Foreign Commerce 


Weekly, Washington, D. C.. July 16, 1956. 


New Argentine Exchange Control Regulation 


The Central Bank of Argentina has adopted the sys- 
tem of setting so-called aforos (official valuations) for 
imports for which there is an automatic exchange allo- 
cation: the valuations announced recently are about 
10 per cent below the level of the world market prices 
for the items concerned. The foreign exchange required 
will continue to be automatically allocated to the im- 
porters concerned at the official market rate of M$N 18 
per U.S. dollar, but only to the extent of 90 per cent of 
the world market price for the goods in question; the 
remaining 10 per cent of the foreign exchange required 
must be bought by the importer on the free market. 
The advantage of the new system is that price control is 
replaced by the fixing of aforos. The result will be a 
temporary slight increase in the internal price level. 
which will thereby be adjusted still further to the world 
market level; the efforts of importers to buy at the 
most advantageous pric s in order to remain competitive 
are, however, likely to counteract this tendency, espe 
cially as the quantitative limitation of the imports in 
question through the quota system has been ended. A 
further effect of the new system is pressure on the free 
peso rate, which is welcomed by the Argentine foreign 
exchange authorities, since the strengthening of the free 
market dollar rate. which had moved to M$N 31 at the 
end of June. threatened to make some exports un- 
profitable. 

Switzerland, 


Zeitung, Ziirich, 


Source: Neue Ziircher 


July 11, 1956. 
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Other Countries 


Australian Foreign Trade 


Australia incurred an unfavorable trade balance of 
{A 36.8 million in the year ended June 30, 1956. The 
deficit in the previous year was £A 69.5 million. The 
total value of imports in the year just ended was £A 821.0 
million, compared with £A 843.7 million in 1954-55. 
Thus, the import restrictions imposed in April and Oc- 
tober last year had a more limited effect than was ex- 
pected. Exports rose to £A 784.2 million, from £A 774.2 


million in 1954-55. 


Source: The Financial Times, London, England, July 6, 
1956. 


South African Gold Sales 


Gold sales by the Reserve Bank of South Africa during 
the year ended March 31, 1956 amounted to somewhat 
less than £183 million, according to the Bank’s annual 
report. Of the total, £173.3 million was sold on the Lon- 
don market, £4.5 million elsewhere against dollars, and 
{3.1 million against Swiss francs. Deferred pay fo 
Mozambique natives absorbed £1.5 million and _ local 
users £0.3 million. 

Source: The Financial Times, London, England, July 4. 
1956. 


Corrigendum 


Volume IX, No. 3, July 20, item, 
“Chilean Credit Policy”: The account of Central Bank 
In April 
1956, the Government borrowed US$26 million from the 
Central Bank of Chile, to be repaid by the end of June 


with revenues obtained from the payment of taxes in 


1956, page 17, 


currency issues should be revised as follows. 


dollars by the foreign copper companies. Repurchase 
by the Bank of this US$26 million resulted in an issue 
of currency by the Bank of approximately 14 billion 
The Government repaid US$9.4 million to the 


Bank in June. thus reducing its indebtedness to US$16.6 


pesos. 


million, equivalent to about 8 billion pesos. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
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